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I.    INTRODUCTION 

Every  two  years  the  State  Personnel  Division  conducts  a  survey  of  salaries  paid  by 
Montana  employers  and  by  surrounding  state  governments.  The  purpose  of  the  survey 
is  to  compare  state  employee's  pay  with  pay  provided  by  other  employers. 

The  state  must  compete  with  other  employers  in  the  job  market  for  qualified  and 
experienced  employees.  In  an  increasingly  complex  environment,  the  quality  of  services 
provided  by  the  state  is  impacted  by  the  quality,  experience  and  expertise  of  its 
workforce. 

The  survey  is  a  snapshot  of  a  dynamic  and  changing  labor  market.  It  is  the  information 
source  used  to  determine  if  state  compensation  is  competitive.  The  1990  survey  differs 
from  previous  surveys  in  that  it  includes  benefit  information  and  results  from  a  more 
limited  survey  area  recommended  by  the  1990  Committee  on  State  Employee  Compensa- 
tion. This  survey  area  is  surrounding  states  (Idaho,  Wyoming,  North  and  South  Dakota) 
plus  the  state  of  Washington  which  was  considered  by  the  Committee  to  be  competing 
with  Montana  for  employees. 


II.    SURVEY  RESULTS 

A.         MONTANA'S  SALARIES  COMPARED  TO  SALARIES  OF  OTHER  EMPLOYERS 

1.         Overall  Comparison 

Montana's  overall  competitive  position  with  regard  to  salary  is  best 
described  by  a  compa-ratio.  This  ratio  compares  Montana  state  average 
salaries  to  the  average  salaries  of  other  employers  for  similar  jobs.  The 
overall  compa-ratio  for  other  in-state  employers  for  1989  is  90.7  percent. 
This  means  the  state  of  Montana  pays,  on  the  average,  90.7  percent  of  what 
other  Montana  employers  pay  for  similar  jobs.  Montana  pays  79.4  percent 
of  the  average  salaries  paid  by  the  12  states  surveyed,  82  percent  of  the 
average  salaries  paid  by  the  12  states  combined  with  Montana  employers, 
and  87.3  percent  of  the  average  salaries  paid  by  the  5  states  combined  with 
Montana  as  recommended  by  the  Pay  Committee. 

If  you  worked  for  the  state  of  Montana  and  your  monthly  salary  was  $1000 
per  month,  you  could  generally  expect  to  increase  your  monthly  salary  by 
$259.45  per  month  if  you  worked  for  another  state  government  in  the 
12-state  survey,  $145.48  per  month  if  you  worked  for  an  employer  in  the 
5-state  survey  combined  with  Montana  area  and  $102.54  per  month  if  you 
worked  for  another  employer  located  in  Montana.  However,  the  percentage 
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increase  you  could  expect  would  vary  with  your  grade  level  as  described  in 
Section  2. 


Comparison  By  Grade 

Generally,  the  state  of  Montana  must  compete  in  a  broader  market, 
including  surrounding  states,  for  mobile  professionals  and  managers  and 
more  locally,  within  the  state,  for  less  mobile  clerical  and  semi-skilled 
employees. 

Graph  #1,  Montana  Average  Salaries  Compared  to  12-State  Survey  Average 
Salaries,  shows  for  each  grade  the  relationship  of  average  Montana  State 
employee  salaries  compared  to  average  salaries  in  the  twelve-state  market 
(including  Montana  employers).  Graph  #2,  Montana  Average  Salaries 
Compared  to  5-State  Survey,  shows  the  relationship  of  average  Montana 
State  salaries  compared  to  average  salaries  in  the  5-state  market  (including 
Montana  employers).  Graph  #3,  State  of  Montana  Average  Salaries 
Compared  to  Other  Montana  Employers'  Average  Salaries  shows  the 
comparison  to  other  Montana  employers  only.  All  three  graphs  illustrate 
that  salaries  for  positions  below  grade  12  (clerical  and  semi-skilled)  are 
closer  to  the  going  rates  for  all  market  areas  than  positions  above  grade  1 2 
(professional  and/or  administrative).  For  the  combined  markets,  (graph  #1 
and  #2),  this  is  partially  due  to  inclusion  of  more  out-of-state  jobs  in  the 
salary  survey  for  upper  grades,  but  as  graph  #3  shows  upper  grades  are 
farther  behind  market  rates  in  the  Montana  only  market.  This  is  due  to 
salary  compression. 

Salary  compression  is  a  narrowing  of  the  percentage  differences  between 
upper  and  lower  salaries.  This  has  resulted  from  flat  dollar  additions  to  the 
salary  matrix  rather  than  straight  percentage  additions  which  preserve  the 
relationship  between  grades.  Upper  grades  (12-22)  have  consequently  fallen 
further  behind  market  salaries  for  similar  jobs  than  the  lower  grades  that 
have  not  experienced  this  compression. 


Comparison  By  Step 

The  previous  graphs  show  where  average  state  salaries  lie  in  comparison 
to  market  salary  rates  for  similar  jobs  in  various  markets.  These  averages, 
however,  do  not  represent  typical  state  employees'  actual  salaries  because 
most  employees  are  paid  near  the  entry  level,  step  2  or  toward  the  upper 
end  of  the  pay  scale  at  steps  12  and  13  with  very  few  employees  actually 
paid  near  the  middle  of  the  salary  range.    Forty-four  percent  (44  percent) 


of  state  employees  are  paid  at  step  two  or  three  of  the  salary  matrix  while 
a  smaller  group  of  employees,  seventeen  percent  (17  percent),  are  clustered 
at  step  twelve  of  the  pay  matrix. 


Comparison  by  Occupation 

Comparison  of  average  state  salaries  and  average  salaries  of  surveyed 
employees  by  benchmark  classes  are  presented  in  the  attached  appendix. 
For  each  job  class  surveyed,  the  appendix  provides  information  on  each 
the  Montana  State  salary  range  and  average  salary  compared  to  the  average 
salary  of  other  employers  (compa-ratio).  The  compa-ratio  is  shown  for: 
1)  Montana  employers;  2)  12  surrounding  state  governments;  3)  12-state 
governments  plus  Montana;  and  4)  5-state  governments  plus  Montana. 

For  example,  on  the  page  illustrating  grade  11  in  the  appendix,  the  average 
monthly  salary  of  Engineering  Tech  I's  employed  by  the  state  is  shown  as 
$1382.  The  range  of  Montana  salaries  in  this  occupation  and  others  in 
grade  11  is  from  $1341  to  $1853  per  month.  The  compa-ratio  (a- 
ctual/markct)  of  89.9  percent  is  the  comparison  of  the  state's  actual  average 
salary  of  $1382  per  month  to  the  survey  weighted  average  of  $1537  per 
month  for  other  employe'-s  within  Montana.  For  this  job  class,  Montana 
State  pays  89.9  percent  of  what  other  Montana  employers  pay.  This  same 
job  is  also  compared  to  average  salary  offered  by  three  other  markets  with 
a  similar  job.  The  comparison  of  the  average  salary  of  12-state  governments 
results  in  a  compa-ratio  of  63.6  percent,  a  comparison  to  the  combination 
of  12-state  governments  and  Montana  employers  results  in  a  compa-ratio 
of  64  percent  and  a  comparison  to  five-state  governments  and  Montana 
results  in  a  compa-ratio  of  91.5  percent. 

Montana  state  government  pays  significantly  less  for  most  occupations  than 
either  Montana  employers  or  other  state  governments.  Of  those  job  classes 
with  in-state  matches,  61  percent  have  a  state  average  salary  that  is  less 
than  95  percent  of  the  average  salary  paid  by  other  employers.  Of  those 
job  classes  with  other  state  government  matches,  87  percent  have  an 
average  salary  that  is  less  than  90  percent  of  the  average  salary  paid  by 
other  state  governments. 

Most  technical  and  professional  occupations  fall  dramatically  behind  the 
12-state  market  with  a  compa-ratio  below  80  percent.  The  Lawyer  II  class, 
grade  15  is  the  occupation  that  is  furthest  behind  market  with  a  compa-ratio 
of  54.8  percent  for  combined  12-state  market  and  76.3  percent  behind  in 
the  combined  5-state  market.     This  occupation  is  closely  followed  by 
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Architect  II's,  Hydrologists,  Right-of- Way  Agent  rVs  and  Survey  Aide  II's  that 
are  all  60  percent  below  the  12-state  market. 


B.         CHANGES  IN  COMPETITrVE  POSITION  OVER  THE  LAST  DECADE 

The  1990  salary  survey  results  shovi^  continued  decline  in  Montana's  ability  to 
compete  in  the  job  market.  In  1980,  Montana's  compensation  was  on  average 
seven  percent  (7  percent)  (compa-ratio  of  93  percent)  below  the  in-state  market 
and  approximately  11.5  percent  (compa-ratio  of  89.5  percent)  below  neighbor- 
ing-states' pay. 

Now  Montana  State  average  salaries  lag  those  of  in-state  employers  by 
9.3  percent  (compa-ratio  of  90.7  percent).  They  lag  those  of  12  other  state 
governments  by  20.6  percent  (compa-ratio  of  79.4  percent).  Although  the  job 
classes  and  employers  surveyed  have  changed  somewhat  from  the  1980  to  1990 
surveys  the  two  surveys  are  not  directly  comparable,  the  indicated  decline  in 
competitive  position  appears  to  reflect  an  actual  decline. 


MONTANA'S  TOTAL  COMPENSATION  COMPARED  TO  SURROUNDING  STATES 

1.         Comparison  of  Total  Compensation  Package  -  (Salary  &  Benefits) 

This  year's  survey  combines  total  average  dollars  provided  for  salaries  and 
benefits  by  the  state  of  Montana  and  compares  this  total  compensation 
package  to  other  states.  This  comparison  is  made  to  determine  if  Montana 
state  government  makes  up  in  benefits  what  it  lacks  in  salary. 

The  result  of  the  survey  indicates  that  Montana's  total  average  benefits 
package  (excluding  workers'  compensation  and  unemployment  insurance) 
costs  approximately  $7,414  dollars  per  full-time  employee  and  is 
36.56  percent  of  the  average  salary.  The  annual  benefit  contribution 
($7,414)  is  the  second  lowest  of  twelve  states,  as  shown  in  chart  #4, 
"Comparison  of  Annual  Benefit  and  Salary  Contributions."  Adding  benefit 
dollars  to  salary  dollars  does  not  produce  a  more  competitive  compensation 
package.  Montana's  average  annual  total  compensation  package  of  $27,695 
ranks  above  only  South  Dakota's  ($25,118)  and  is  well  below  the  average 
for  all  surveyed  states.  See  chart  #5,  Comparison  of  Total  Compensation. 
As  discussed  in  the  next  section,  however,  this  picture  may  be  misleading. 
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Comparison  of  the  Value  of  Health  Benefits 

Total  employer  dollars  spent  on  salary  and  benefits  is  an  easy  way  to 
compare  total  compensation  packages.  However,  in  the  case  of  benefits,  the 
amount  of  money  spent  by  the  employer  is  not  a  good  measure  of  the 
benefits  provided  to  the  employee. 

A  better  measure  of  the  value  of  health  insurance  benefits  is  the  average 
out-of-pocket  expenses  of  employees  for  premiums,  and  maximum 
out-of-pocket  expenses  for  deductibles  and  co-payments  (medical  expenses 
not  covered  by  the  plan). 

Comparison  of  premiums  (chart  #6)  shows  that  Montana  State  employees 
make  no  out-of-pocket  contribution  to  premiums  for  employee  only  coverage 
while  employees  of  8  of  the  12  surveyed  states  make  some  contribution. 
Employees  of  three  states  contribute  over  $40.00  per  month.  For  family 
coverage,  state  of  Montana  employees  contribute  less  than  8  of  the  12  states 
surveyed  and  continue  to  do  so  after  the  $10  increment  effective 
September  1,  1990,  (after  the  survey),  bringing  the  employee  family 
contribution  to  $53.00.  Employee  contributions  required  by  the  8 
high-contributing  states  range  from  $79.83  to  $222.25  with  most  in  the 
$100  per  month  vicinity. 

Comparison  of  benefit  packages  show  that  Montana  benefits  compare 
favorably  with  those  of  other  states  spending  more  money.  This  is  shown 
by  maximum  annual  out-of-pocket  expenses  that  could  be  experienced  by 
individuals  and  families  through  deductible  and  co-payment  requirements. 
See  chart  #7,  Comparison  of  Out-of-Pocket  Expenses.  Under  the  Montana 
State  plan,  an  individual  employee's  annual  out-of-pocket  expenses  are 
limited  to  $650  annually  and  family  expenses  are  limited  to  $1450  annually. 
Beginning  September  1,  1990,  (after  the  survey),  the  maximum  out-of-pock- 
et costs  increased  to  $800  armually  for  individuals  and  to  $1775  annually 
for  families. 

Even  with  these  post-survey  changes,  Montana's  out-of-pocket  maximums 
for  individuals  ($800)  will  move  Montana  from  lowest  maximum 
out-of-pocket  expenses  to  a  tie  with  South  Dakota  for  second  lowest 
maximum.  Oregon  offers  the  lowest  out-of-pocket  maximum  of  $700  per 
individual.  The  Montana  State  plan's  out-of-pocket  expense  maximum  for 
families  was  second  lowest  at  the  time  of  the  survey  and  after  the 
post-survey  increase  will  be  fourth  lowest  assuming  other  states  have  not 
increased  their  maximums. 
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3.         Comparison  of  the  Value  of  Retirement  Benefits 

A  comparison  of  contributions  by  states  to  retirement  benefits  puts  Montana 
fifth  lowest  with  a  State  contribution  of  6.42  percent  of  salary.  See  chart 
#8,  Part  1,  Comparison  of  Retirement  Benefits.  The  states  of  Washington, 
Minnesota  and  South  Dakota  currently  contribute  less  than  Montana,  while 
the  leader.  New  Mexico  contributes  twice  as  much  at  13.8  percent. 

Retirement  benefits  should  also  be  measured  by  the  benefits  received  and 
not  just  by  the  actual  cost  to  the  employer. 

As  indicated  in  Chart  8,  Part  2,  Montana's  pension  benefit  is  1.78  times  the 
years  of  service  times  the  final  average  salary  (1 .78  X  yrs  X  FAS).  The  final 
average  salary  is  determined  to  be  the  highest  salary  ever  received  for  36 
consecutive  months  of  service. 

Comparing  benefit  formulas  or  the  multiplier  that  determines  the  benefit 
rate  of  return,  Montana's  rate  of  1.78  percent  is  greater  than  five  of  the 
twelve  states,  Minnesota  at  1..5  percent.  South  Dakota  at  1.25  percent, 
Oregon  and  Idaho  at  1.67  percent  and  North  Dakota  at  1.65  percent.  The 
leader  is  New  Mexico  with  2.50  percent. 

Of  the  seven  states  with  more  favorable  formulas,  two  (Colorado  and 
Nevada)  have  no  social  security  benefits  and  one  (Utah)  is  integrated  with 
social  security.  This  integration  results  in  receiving  less  benefit  than  if  both 
plans  are  paid  separately.  Montana's  pension  plan  is  not  integrated,  so  the 
result  is  receiving  maximum  benefits  from  each  plan. 

The  largest  determining  factor  for  retirement  benefit  is  the  final  average 
salary.  Since  Montana's  salaries  are  lower  than  most  states,  the  actual 
retirement  benefit  received  by  employees  can  be  less  than  those  states  with 
a  less  favorable  retirement  formula  and  higher  salaries. 

Montana's  and  Wyoming's  retirement  plans  are  the  only  two  plans  of  the 
states  surveyed  that  permit  early  retirement  at  age  50.  However,  the  State 
of  Wyoming  has  a  more  substantial  reduction.  See  Chart  #8,  Comparison 
of  Retirement  Benefits. 

The  Montana  plan  also  provides  a  disability  retirement  benefit.  Only  two 
of  the  12  surveyed  states  (Nevada  and  Oregon)  provide  a  comparable 
disability  retirement  benefit.  Seven  of  the  twelve  states  surveyed  do  not 
offer  any  type  of  disability  retirement  while  three  states  offer  a  limited 
program. 
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It  should  be  noted  that  in  exchange  for  the  favorable  benefits  received, 
Montana  State  employees  make  the  third  highest  percentage  contribution 
behind  only  New  Mexico  and  Colorado  (a  no  social  security  state). 
Montana  State  employees'  contribution  is  scheduled  to  increase  to 
6.7  percent  by  July  1,  1993,  equal  to  New  Mexico. 


in.    SURVEY  DESIGN  &  METHODOLOGY 


SURVEY  QUESTIONS 

Questions  on  employee  benefits  were  added  to  the  survey  questionnaire  to  compare 
the  state's  total  compensation  of  salary  and  benefits  to  compensation  provided  by 
other  employers. 

Since  private  sector  benefit  packages  are  not  comparable  to  public  sector  benefit 
packages  due  to  profit  sharing  options  etc.,  a  comparison  of  benefits  was  restricted 
to  other  state  governments.  The  information  provided  in  response  to  the  survey 
was  supplemented  by  the  1990  National  State  Employee  Health  Benefit  Plan 
Survey,  1989  Survey  of  State  Employee  Benefit  Plans  by  the  Martin  E.  Segal,  Co. 
and  the  1989  Joint  Publication  of  the  National  Association  of  State  Retirement 
Administrators  and  National  Council  on  Teacher  Retirement. 


B.         JOB  CLASS  SAIJVRY  SURVEY 

The  function  of  this  year's  survey  was  to  provide  a  data  base  that  could  be  relied 
upon  by  an  interim  committee  created  in  the  1989  legislative  session  to  study  state 
employee  compensation  issues.  The  survey  was  designed  for  possible  use  in 
developing  a  new  pay  matrix  and  data  was  consequently  tabulated  for  grades 
rather  than  Equal  Employment  Opportunity  occupational  categories  as  in  the 
previous  survey.  Due  to  the  changes  that  were  made  in  this  salary  survey, 
comparisons  to  previous  survey  data  should  be  made  with  caution. 

Since  there  are  more  than  1550  different  job  classifications  available  within  state 
employment,  the  survey  selected  "benchmark"  positions  that  represented  a  mix  of 
occupations  and  skills  found  in  the  state's  workforce.  The  resulting  ninety 
benchmark  positions  represented  jobs  in  various  occupational  categories  and  grade 
levels.    These  occupations  are  used  by  the  following  types  of  employers: 

Construction,  Manufacturing  and  Mining  Transportation 

Utilities  Wholesale  trade 

Restaurants  and  Retail  Service/Hotels 


Banking,  Finance  and  Real  Estate  Education 

Cities  and  Counties  Engineers/ Architects 

Hospitals  and  Health  Care  Retail 

Other  State  Governments 


Survey  Methodology 

Classes  surveyed  included  a  diverse  mix  of  occupations  and  skill  levels  that 
required  a  sampling  technique  called  a  stratified  random  sample.  This  two-step 
process  first  separated  jobs  that  could  be  matched  to  occupations  within  the  state 
and  then  directed  those  jobs  to  specific  types  of  employers  that  would  more  than 
likely  have  similar  jobs. 

Surveys  were  mailed  to  560  in-state  companies  in  industries  that  were  identified 
as  having  possible  matches  to  state  jobs.  In  addition  to  the  in-state  companies, 
surveys  were  also  mailed  to  twelve  other  state  governments  located  in  the  western 
geographic  region  of  the  United  States.  The  1990  surveyed  states  were  North 
Dakota,  Colorado,  Arizona,  Wyoming,  Nevada,  South  Dakota,  Minnesota,  Oregon, 
Utah,  Washington,  Idaho  and  New  Mexico.  This  differs  from  the  1989  survey  that 
did  not  include  South  Dakota,  Oregon  and  Washington. 

The  1989  salary  survey  response  rate  from  in-state  companies  consisted  of  a  thirty 
percent  return  rate  (173  companies  responded  to  the  561  questionnaires)  and  a 
one  hundred  percent  (12  of  12)  rate  of  return  was  achieved  from  other  state 
governments. 


D.         SAIJ^RY  COMPARISONS 

Comparisons  between  average  state  salaries  and  average  survey  salaries  are 
reported  as  "compa-ratios."  This  is  actual  average  salaries  paid  to  state  employees 
divided  by  weighted  survey  average  salaries.  The  weighted  survey  average  consists 
of  total  salaries  paid  for  each  job  divided  by  the  number  of  employees  in  that  job. 

The  survey  data  results  were  separated  into  various  market  areas  for  comparisons: 

1,  Employers  Within  Montana  -  This  market  is  the  smallest  geographical  area 
and  considered  the  "local  market  area."  It  is  defined  as  employers  within 
the  state  of  Montana  only.  This  includes  both  private  and  public  employers. 

2.  Twelve  State  Governments  -  This  market  includes  data  from  all  twelve  state 
governments  but  NOT  employers  from  within  Montana. 
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3.  Combined  Twelve  &  Montana  -  This  market  includes  data  from  all  twelve 
state  governments  along  with  employers  from  within  Montana.  This 
represents  the  largest  geographical  region. 

4.  Combined  Five  &  Montana  -  This  market  includes  data  from  five  states 
(North  Dakota,  South  Dakota,  Wyoming,  Idaho  and  Washington)  along  with 
employers  from  within  Montana.  This  is  the  market  considered  by  the 
Committee  on  State  Employee  Compensation  to  be  the  most  appropriate. 

Attached  in  the  appendix  is  a  chart  comparing  each  job  classification  to  the  various 
markets.  It  is  important  to  note  that  only  35  job  matches  were  achieved  for  both 
in-state  and  out-of-state  employers  so  that  the  combined  market  figures  for  a  single 
job  class  typically  reflect  only  one  market.  Along  with  the  job  class  compa-ratio, 
an  average  compa-ratio  is  provided  for  each  grade.  The  combined  market 
compa-ratios  for  entire  grades  better  reflect  combined  markets  except  for  grades 
18  and  above.  For  job  classes  at  these  grades,  only  out-of  state  matches  are 
possible  because  there  are  no  in-state  counterparts. 
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